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1 October 1957

MEMORANDUM FOR: Mr. Frederick T. Merrill
Director, Eaat West Contacts Staff
Department of State

SUBJECT:
25X1X1

Views of JAC Ad Hoec Committes on Exchanges relative to the

Soviet Proposal for
long-Term (3-6 Months) Exchanges in Stated Fields

Introduction

l. This memorsndum considers whether the Soviet proposal would lead to
25X1X1

25X1X1

These terms are used in the sense defined in tbe original IAC-D-103 of
February 1956, and employed in our papers to you since that time. As in the

2. This peper examines, first, the general effect of the proposed
long-term exchange basis, as compared with the shorter term exchanges
(generaily 4-6 weeks in Guration) that have previously beem conducted and
considered. Next, the paper takes up the specific fields suggested by the
Soviets, with brief eveluations of each. lLastly, the pspsr takes up in
greater detall a selection of fields ~- three nsmed in the Soviet 1list, four
not so named ~- which, in our judgment, would produce net intelligence gain,
to the greatest degree, to the US if underteker on the long-term basis.

I. General Discussion

3. The effect of a long-term, as opposed to & short-term, exchange basis
varies enormously from case to case, so that generslization iz loose at best.
In the majority of cases, our evaluation indicates that the long-term baiis 25X1X1
would not tend however, there are
congpicuous exceptions, such as lroads discussed in Sectlon III, where US

25X1X1 25X1X1

25X1X1

Py g—
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to have personal relatiocnships with US technicians and sclentists. It has
been our agsessment, in most past cases, that the US literature -- videly
translated and read in the USSR -~ has given the Soviets a good externsl
picture of how US industry works and of many of our key processes and
developments. It is in the application of these processes, and particularly
the "know-how" elesment, that the Soviets are far less clear. There have been
indications, moreover, that the exchanges conducted sc far have been un~
satisfactory to them in this respect, at least in some cases. Hence, this
may well be a major element in their preseat propogal, that thay hope to
make & great increage in their techmological gein. (Their hopes and our
assesaments may not, of course, agree in individual cases. )

5. Balancing these factors we comclude that regarding I 25X 1X1

25X1X1 [ to tee vs:

25X1X1

\

25X1X1

a. As 8 very general rule, the Soviet galns would be likely to
incresse more than US gains, on the long-term, as opposed to the short-
tern basis.

b. In many individual fields, however, NG 25X1X1
adventage to the US would continue to exlst, elther because the
gains balance out, or balance in the US favor, or because any
change in Soviet faver arising from the long-texym basiz ig not
sufficient to cancel out the previcus conelusion.

Hence— acceptance of the Soviet proposal as a
universal basis for exchanges would clearly be undesirable. At the same time,
acceptance -~ or US initiative -- in selacted fields could heve net

I =:vaotege, so that the I oo not argue for 25X1X1
vholesale resjection of the Soviet propossal , t rather for selective

acceptance, perhaps using favorable flelds for trial while meintsining the
short-term basie for most cases.

5A. As to the desirable length of visits on the long-~term basie, our
preliminary analysis indicates that in the great majority of fields a period
of three months should be regarded as s meximum from 25X1X1
standpoint. 1In & very few cases (@.g., the électri industey end
educstional-type proposals) pericds in excess of three months might be
profitabis.

5B. From the statement of the Soviet proposal, it is uncertain vhether
they visualize that the whole period would be spent at a scingle plant or
installation, or whether they visualize & series of shorter visits. From the

standpoint we believe the latter would be 25X1X1
preferable ost all cases; it would maximize gain, 25X1X1
vwhile not permitiing the Soviets the very axtended stays that would permit

them to gain most technologically.

S<B=CeR-B-T
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6. In its look at the various possible fields , the Committee has given
much attentlon to the prodblem of smlisting the support of US industry for
visits on the lomg-term basis. Ve bslieve that in a mumber of fields it will 25X1X1
be exceedlngly difficult to get US imdustry to spare for 3«6 month periods
men vho would be beat qualified as observers. Thiz affects our [N

25X1X1 M estinates sni also opens the possibility of embarrassment to the Department

through use of unqualified or incouplete delegations. Henee ; Danpowver
conslderations alsc argue for a highly selective acceptance of the long-term
bagts. (A related point is the willingness of US irdustry to accept long-
term visits by the Soviets. This, too, may present dirficulties, but we
think genersily less scute.)

II. Fields Proposed by the Soviets

Te ~\m Soviet listing of fields 1s obviously loose and would Trequire
sharpening in any event. In some cases, such ag "chemicals", the designation
is clearly too broad for a singls project and must be considered by
compartmsnts. Ia defining the fields for purposes of this evaluation, we
have made vhat we think 1 a reasonable guess of vhat they may have in mind,
and gone an from there.

8. Considering the Soviet list of the fields, we conclude that:

&. Long-term exchangss could (cften under defined conditions
only) produce net NN cdvertage to the US in the following

Tields: 25X1X1

011
Some chemicals
Badio engineering
Electrical (including electric power)
t 25X1X1

b. long-term exchanges would probebtly produce net _
disadvantage to the US in the fcllowing Fields:

Mining
Metallurgical
Some chemicals
Farm Machinery

c. The balance ig slight in either direction in the following
fielde:

Coal
Building Construction

Machine tools
Automoblles

QP mReB
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4. Instrument construction and means of sutomation are such complex
subjects that further analysis will be necessary before destermination can

be made.
IIT. Pielda for Possible US Acge_‘_n_@ec Or Initiative

9. Yor this section, we have selected for detailed anlaysis three fields
from the Soviet list, and have added four projects not on the Soviet list. We
believe, thnttothedcgeeandinthemnmrmdicaudbelm, each of these
projects would produce net [N aiventage to the US to the greatest 25X1X1
extent. Among the fields discussed in this section we heve not attempted a
precise priority listing; however, we consider that the petroleunm project
should be considered at the top. Annex A contains detalls on the remaining
subjects on the Soviet list.

10. The priority suggestions are:

OIL (Soviet 1ist) - In this cass an industry panel was consulted. The
suggestion is that the limit be twe months for the initiel exchange. On this
basis we consider it to be a substantial net US advantage proposition. Here
in particular it could be said that after the two industries beccme acquainted
they may £ind areas of interest Justifying longer viaits. The 23 August
1957 memorendum to you from the Comittee Secretary cutlined sponsorship
nsgotistion considerations. The industrial panel reaffirmed theose suggestions
and added the suggestion thet the full details of the proposal should be given
in the initvial letter of the American Petroleun Institute. These details
canbccmnedinshortordsr:lfmum.

RATIROAD TRANSPORTATION AND (US 1nitiative) - The Committee
put forwaxd a proposal on 1 June cutlining an exchange in this field.
That proposal pointed out the many areas of possible 25X1X1

USER since the 1930°s. The Committee feels that the oariginsl proposal could

be expanded to cover a three montha' period with substuntial— 25X1X1
mwmmmmwmmmmemmtﬁem° It is worth

noting that although the Soviets covered moat of US industry in their

Proposal, no element of transportation was included). Details om itinerary

and delegation composition suggestions can be worked out im a hurry 1f

hecessary. A 23 Auguet 1957 memorsndim to you from the Secretary of this

Comittee ocutlined the hiatory of negotiations with the suggesated sponsor,

the Association of American Railroads. We feel that the suggestion, that an

RADIO ERGINEERING AND ELECTRICAL QINCIDDING ELECTRIC POWER} (Soviet
list) - We bave construed the Soviet category "electrical” to include both
electrical equipment manufacturing and electric power. In order to it the
US breakdown we bave mmmmmmsmuwwowm

treated electric powver separately; hence we suggest two exchanges, redio-
electronics and electric power. 1In this case, again with strong urging to
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Plan carefully and supervise closely, it is believed that a large U3 net
advantage can be obtained. Short term proposals in telecommunications N
electronics and electric power have been forwarded and can be expanded. In
this case the US industry has more experience than any other and has
indicated a willingness to cooperate further. Prominent men and companies
seen willing and anxious to cooperate because of a feeling that they have
something to learn. The specialists suggest that, while the radio-electrical
industries may showv profits from a six moath exchange, electric power be
limited to three months.

HIGEWAY ENGINEERING-(US initiative) - This is snother transportation
field previously suggesated for & short term exchange which can be profitably
expanded. Cold weather operations are & Soviet specialty and are of prime

interest to the US. The opportunity to take more time to cover
the territory adds value. It is urged that for staffing reascns and out of
respect for weather conditions, the limit be set at three summer months.

SHIFBUILDING-(US initiative) - The previous Shipbuilding Exchange proposal
wag in two parts -- Theoretical and Practical. The Committee feels that the
Practical Shipbuilding Exchange advantage to the US is enhanced by a longer
time period. On the other hand we would like to withdrawv the Theoretical
Shipbuilding Bxchange Proposal submitted on 17 June 1956 which subsequent
developments have rendered obsolete.

CIVIL AVIATION-(US initiative) - This transportation field can also be
wvorked out to the net advantage of the US for the long term. Perhaps the
most important part would be the inspection of facilities and opsrations.
Additional time for the necessary ingpection and talks would be beneficial.
The gain to the Soviets, 1f held to a carefully worked out itinerary would
not be commensurate.

11. The Committee also considered the possibility of & long-term
exchange in the field of economics including banking and planning. Our
staff reviev of these {s not complete but in the course of this consideration
the specialists involved developed the idea that the most fruitful activity
from a long-term sdvantage point of view would be an exchangs of students
and faculty between Soviet and US aeademic {nstitutions and private research
organizationg in the field of economics. It is estimated that
this would establish a professional repport vhich would pay off by
increasing our understanding of vital Soviet economic concepts, measurements,
and policy directions. It is strongly urged that in your negotiations of
student exchanges this proposal be given high considerstion.

S-B-C-R-E-T
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Other fields suggested by the Soviets were considered by the Comnittee
and assigned as either US advantage, USSR advantage or a balanced situation.

1.

2.

30

US Advantage

Chemical - This category covers many different industries
covering the full range of sensitivity and even in those cases
where a net advantage is possible, careful attention must be
given to the details of the visits. In the fields of nitrogen
compounds, fluorine compounds, electrothermsl and electrolytie
chemical industries, a net gain is probable. Conversely in fields
such as petrochemicals, synthetic fibres and much of plastics, the
Soviet technological gain would cutweigh the US gain. 1In any case
nothing longer than three months should be congidered.

USSR Advantage

Mining and Metallurgical = The specielists beli=ve that on
the basis of present knowledge the incresse in Soviet technological
gain involved in a long-term exchenge over a short-term one will
throw the net advantage to the Soviets. They suggest that a
reagssessment of the long-term situstion be made with industry
assistsnce after the ghort-term visits presantly projected are

carried out.

Heavy Machin and Farm Machinery - In contrast to the
situation in the automobile industry, the Soviets could utilize the
tachnological gain from & long-term exchange so readily that the
US would be at a net dissdvantage here.

Balanced

Coal - In this cage 1f full USSR industry data wvere made
available to the US team, the visit would at best be neutral.

Automobile - Because of the fact that the Soviets are many
Yyears away from the high volume production necessary to maintain
the technological processes, they could not take maximum technical
advantage of the long-term opportunity. The US gain increage
wvould also be slight so the case is a standoff.

Machine Tool - While the chance for worthwhile US intelligence
galn is excellent, the Soviet technological gain aitustion looks
bad on & long-term basis and this is a balance.

Building Construction - The gains seem to be balanced in
this case also. The USSR technological gains in heavy industry
and houging construction would balance the US intelligence gains.
There are other comstruction fields such as communications and
hydro that would be of more value to the US.

§-E-C-R-E-T
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